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1 BUDGET OVERVIEW: EXECUTIVE SUMMARY 


The budget has been prepared in terms of guidelines as contained in Circular 66 and 67 of the MFMA. 
The contents and format of the budget are in line with the requirements of the Municipal Budget and 
Reporting Regulations and any applicable legislation. 

The 2013/2014 budget of 1.4 billion comprises of 1, 3 billion for operating and 141 million for capital 
investment program. Municipal revenues and cash flows are expected to remain under pressure 

Consolidated Overview of the 2013/14 MTREF 


R'OOO 

Adjusted 

Budget 

2012/13 

Budget Year 
2013/14 

Budget year +1 

Budget Year +2 

Total Revenue 

1,496,261 

1,502,254 

1,555,916 

1,632,540 

Total Expenditure 

1,496,261 

1,471,683 

1,522,713 

1,597,720 

Total Operating Expenditure 

1,219,768 

1,329,917 

1,418,832 

1,455,557 

Total Capital Expenditure 

276,431 

141,766 

103,881 

82,164 


The main challenges experienced during compilation of the draft 2013-2014 MTREF can be summarized 
as follows: 

- The increased cost of bulk purchases (due to increase from Rand Water and Eskom). 

- The need to re-prioritise expenditure within the existing resource envelope given the cash flow realities 
and declining cash position. 

- The state and lack of maintenance for infrastructure maintenance. 

Unavailability of own-funding for capital budget; and 

Inability to raise capital/borrowing. 

The municipality’s 2013/2014 MTREF was guided by the following elements: 

• Ensuring that drinking water meets the required quality standards at all times 

• Identification of inefficiencies and elimination of no-priority spending 

• Securing health of the assets by increasing the spending on repairs and maintenance 

• Developing strategies in reducing water and electricity losses 

• Developing tariffs that are cost reflective 

• Maintaining a long financially sustainable environment 

• Protect the poor from the worst impacts of the economic downturn at all times 

• Job creation and poverty reduction 
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For the municipality to be able to deliver efficient and effective public services within the existing fiscal 
purse, tough decisions will have to be taken on the expenditure side. Priority ought to be given to the 
following areas: 

• A performance culture where all the people are held accountable for their actions, accompanied by 
clear, measurable outcomes related to key developmental priorities. 

• Limit outsourcing of work 

• Procurement reforms 

• Limit wastage and inefficient systems 

The budget has been prepared with a vision of sustaining the financial capability of the municipality in the 
long term. A special effort was taken to improve the credibility of the budget. The tariffs have been set in 
line with tariff policy and the following factors were considered: 

• The current collection rate 

• The affordability of the community 

• The social package 

• The direct cost drivers 

The tariffs for service charges have been increased as follows: 

• Water and sanitation 9.82 % 

• Electricity 8% 

• Rates 6% 

• Refuse 15% 

• Miscellaneous 6% 

The municipality is fully implementing the inclining block tariffs on electricity and water. The IBT for the 
electricity is in-line with the NERSA guidelines. The water tariffs are also designed using the inclining 
block model to promote conservative approach to the domestic consumers. 

The municipality will still ensure that the poor are protected through the indigent support scheme as per 
the indigent policy and debt collection strategy. The threshold for increasing free basic services increases 
from R800 per month (in 2001 prices) to R2 300 per month (in 2011 prices). The increase on the 
package indicates the municipality’s commitment to protect the poor and also to ensure that those who 
cannot afford to pay are not burden with the unpaid accounts. 

The council is committed in creating employment and reducing poverty as part of National Initiative, 
through meaningful local economic developmental initiatives and labour intensive projects. Furthermore, 
the municipality will on the continuous basis engage with the service providers to ensure that labour 
intensive approaches are utilized. The municipality will also ensure that it implements the intern 
programs to provide the young people with on the job training. 

The municipality’s cash position is expected to remain under pressure in 2013/2014, so we should adopt 
a conservative approach in spending. As a municipality we should also all pay serious attention to 
managing revenue and any cash streams effectively through revenue management processes and 
procedures. 
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OPERATING BUDGET 


The operating budget deals with day to day operations of the municipality to ensure that service delivery 
is sustained. The budget increased from R 1, 2 billion on to R 1, 3 billion for 2013/2014. 

CAPITAL BUDGET 

An amount of R 141.8 million has been allocated for the capital investment program for 2013/2014 
financial year. This is a decline from the 276 million budget for 2012/13. The main reason for this is 
reduction in the MIG allocation for the year as well as strained cash constraints resulting in unavailability 
of own-funding for capital budget. 


2 FISCAL OVERVIEW OF BUDGET 
2.1 Operating Revenue: 

TABLE 1: DETAILS OF REVENUE PER CATEGORY 


Description 

2012/13 

Budget 

Adjusted 

Budget 

Estimated 

Actual 

Year to date 

2013/14 

2014/15 

2015/16 


R’OOO 

R’OOO 

R’OOO 

R’OOO 

R’OOO 

R’OOO 

R’OOO 

Property Rates - 
Monthly 

174,941 

177,141 

216,180 

126,105 

183,427 

194,433 

206,099 

Service 

Charges 

726,873 

725,873 

711,317 

414,935 

788,808 

857,267 

931,740 

Water 

247,728 

244,728 

259,063 

151,114 

268,760 

295,152 

324,136 

Electricity 

356,604 

356,604 

322,457 

188,100 

385,133 

415,943 

449,219 

Refuse 

68,469 

70,469 

77,218 

45,044 

76,106 

82,195 

88,771 

Sewere 

54,072 

54,072 

52,587 

30,676 

58,809 

77,650 

84,108 

Rent of 

4,628 

4,628 

4,078 

2,379 

4,905 

5,200 

5,512 

Facilities & 
Equipment 
Interest Earned 

- Ext Invest 

1,219 

1,219 

2,676 

1,561 

1,292 

1,370 

1,451 

Interest Earned 

- Outs. Debtors 

33,920 

33,920 

30,501 

17,792 

35,955 

38,113 

40,399 
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Dividends 

0 

0 

0 

0 

0 

0 

0 

Received 

Fines 

9,246 

9,246 

7,058 

4,117 

9,801 

10,389 

11,012 

Licenses & 

13 

13 

0 

0 

14 

15 

16 

Permits 

Income from 

30,514 

32,014 

30,118 

17,569 

33,935 

35,971 

38,129 

Agency 

Services 

Grants & Subs. 

193,237 

193,237 

193,237 

144,987 

193,584 

196,164 

197,086 

Rec. - Operate. 
Grants & Subs. 

181,486 

181,486 

181,486 

65,558 

141,651 

93,381 

71,464 

Rec. - Capital 
Public Contr. & 

0 

0 

0 

0 

0 

0 

0 

Donations 

Other Revenue 

13,598 

65,597 

67,062 

8,901 

14,413 

15,278 

16,195 

Gain on 

49,866 

49,866 

5,011 

2,923 

35,000 

35,300 

36,618 

Disposal of PPE 

Total Direct 

1,418,802 

1,474,289 

1,383,132 

806,827 

1,473,341 

1,525,268 

1,600,053 

Revenue 

Less Income 

-34,080 

-34,080 

34,080 

-24,590 

-30,554 

-32,388 

-34,331 

foregone 

Internal 

56,101 

56,101 

56,101 

10,474 

59,467 

63,035 

66,818 

Recoveries 

Total Revenue 

1,440,823 

1,496,261 

1,401,153 

792,711 

1,502,254 

1,555,915 

1,632,540 

Less Capital 
Grant 

Funding ICRR 

-261,809 

-276,432 

-112,385 

-65,558 

-141,766 

-103,881 

-82,164 

Total Revenue 

1,179,014 

1,219,829 

1,288,768 

727,153 

1,360,488 

1,452,034 

1,550,376 
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Operating Revenue per source 


2013-2014 


■ Service charges 


■ Government grants & subsidies : 
unconditional 

■ Property rates 



■ Government grants & subsidies : 
Conditional 

■ Interdepartmental charges 

■ Interest Earned - Outstaning 
debtors 

■ Gains on Disposal of PPE 

■ Income for agency services 

■ Other Income 

■ Fines 


■ Rental of facilities & equipment 

■ Interest Earned - external 
investments 

■ Licences & permits 
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Comments on Operating Revenue 


The property rates 

The property rates show estimated revenue of R 183 million. This revenue stream has been increased 
by 5.4%. The estimated actual by June 2012 is R216 million. An amount of R 30 million is budgeted for 
the income forgone in terms of rebates and discounts that are offered by the municipality for the 
indigents, pensioners and the areas where the municipality is not providing services. This revenue 
stream contributes 12% of the total revenue. 

Service charges 

Service charges include electricity, refuse, sewer and water. The service charges for 2013/2014 amount 
to R 788 million, 2014/2015 R 857 million and 2015/2016 amounts to R 931 million. The R 788 million is 
made up of the following, water R 268.7 million. Refuse R 76.1 million. Sewerage R 58.8 million and 
electricity R385 million. The service charges contribute 52.9% of the total revenue and 59% of the 
operating revenue. 

Interest on debtors 

Interest on debtors has been increased to R 36 million guided by the expected figures by year end. The 
purpose of increasing this revenue stream is to ensure that the anticipated revenue is realistic. This 
revenue stream contributes 1% of the total revenue. 

Rent of facilities 

The rental of facilities projected revenue increased by 6% based on expected tariff increases. The stream 
contributes 0.3% of the revenue. If proper management is exercised more revenue can be realized. 

Interest on investments 

The interest on investment is expected to increase to R 1.2 million due to current performance of the 
revenue stream in 2012/13. The municipality is not in a position to invest due to negative cash flow. 


Fines 

The revenue estimates for the fines have been increased from R 9 million to R 9.8 million, this was 
guided by the year to date figures. This cash stream can still perform better. 

The agency fees 

The estimates for this revenue stream has been increased from R32 million to R33 million, this is 
attributed to by the actual for 7 months at R 17 million. This revenue stream needs to be properly 
monitored. 
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Grants and Subsidies - operating 


The grants subsidies operational refers the operational part of the Finance Management Grant, Municipal 
Systems Grant, Improvement Grant and the Equitable Share. 

The equitable share allocation for 2013/2014 is R 191 million. The Finance Management Grant is R 1, 
55 million for 2013 /2014 and 2012/2013 the allocation was R 1.5 million. The Municipal Systems 
Improvement Grant, the 2013/2014 allocation is R890 000 and for 2010/2011 is R 750 million. This 
revenue stream contributes 22% of the expected revenue, which indicates the municipality is generating 
its own revenue of 78%. 

Other Revenue 

An amount of 65 million was budgeted for the current year and the expected performance by year end is 
expected to be R 67 million. The high amount for 2012/13 is a once off incidental income which 
realistically is not likely to be received in the following years. The indicative figure for the 2013/ 2014 is R 
14 million however monitoring and control should be exercised to achieve the results. Departments 
should report monthly on their revenue streams. 
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2.2 Operating Expenditure: 

TABLE2: DETAILS OF EXPENDITURE PER CATEGORY 


Description 

2012/13 

Budget 

Adjusted 

Budget 

Estimated 

Actual 

Year to 
date 

2013/14 

2014/15 

2015/16 


R’OOO 

R’OOO 

R’OOO 

R’OOO 

R’OOO 

R’OOO 

R’OOO 

Employee 

Related Costs 

316,448 

316,448 

309,778 

184,597 

337,663 

359,636 

382,441 

Remuneration of 

Councillors 

16,333 

16,333 

15,537 

9,063 

17,313 

18,352 

19,453 

Bad Debts 

91,043 

91,043 

91,043 

0 

90,505 

94,036 

99,678 

Collection Costs 

3,064 

5,964 

5,967 

3,481 

6,322 

6,702 

7,104 

Depreciation 

80,478 

80,478 

80,478 

0 

85,309 

90,431 

95,857 

Repairs and 
Maintenance 

60,417 

53,421 

19,006 

11,087 

56,594 

59,990 

63,589 

Interest 

Expenses 

10.052 

9,215 

11,602 

6,768 

9,768 

10,354 

10,975 

Bulk Purchases 

432,973 

460,587 

478,557 

279,158 

499,940 

541,313 

584,618 

Water 

117,684 

125,299 

133,641 

77,957 

137,828 

150,233 

162,252 

Electricity 

315,289 

335,289 

344,916 

201,201 

362,112 

391,081 

422,367 

Contracted 

Services 

57,473 

69,052 

54,612 

31,857 

72,824 

77,194 

81,825 

Grants and 

Subsidies Paid 

235,099 

236,068 

87,413 

50,991 

166,371 

162,649 

138,825 

General 

Expenses - 
Other 

79,005 

117,001 

79,575 

46,417 

121,117 

127,664 

134,604 

Direct 

Operating 

Expenses 

1, 384,148 

1,455,611 

1,233,566 

619,526 

1,497,494 

1,550,115 

1,626,767 

Internal Charges 

56,091 

56,091 

56,091 

9,754 

59,496 

63,023 

66,804 
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Total Operating 
Expenditure 

1,440,239 

1,511,702 

1,289,657 

629,280 

1,556,990 

1,613,138 

1,693,571 

Other 

Adjustment 

Transfers 

Asset Financing 
Reserve 

81,062 

65,037 

65,037 

0 

0 

0 

0 

Less 

Depreciation 

Reserve 

-80,478 

-80,478 

-80,478 

0 

-85,307 

-90,425 

-95,850 

Total 

Expenditure 

1,440,823 

1,496,261 

1,274,216 

629,280 

1,471,683 

1,522,713 

1,597,721 

Less Capital 
Grant funding 
/CRR 

-261,809 

-276,432 

-269,147 

-33,379 

-141,766 

-103,881 

-82,164 

Total 

Expenditure 

1,179,014 

1,219,829 

1,005,069 

595,901 

1,329,917 

1,418,832 

1,455,557 
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Operating Expenditure per source 


2013-2014 



Comments on Operating Expenditure: 
Employee related costs 


■ Collection costs 

■ Interest paid 

■ Remuneration of councillors 

■ Income foregone 

■ Grants & Subsidies paid: 
Unonditional 

■ Repairs & maintanance 

■ Inter departmental transfers 

■ Employee related costs-Social 
contributions 

■ Contracted services 

■ Depreciation 

■ Bad debts 

■ General expenses 

■ Grants & Subsidies paid: 
Conditional 

■ Employee related costs- 
Remuneration 

■ Bulk Purchases 
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The employee related costs and remuneration of councillors indicate a percentage of 22% of the 
operating budget. The average salary increase 6.85%. 

The overtime will have to be controlled and filling of vacant positions will have to be fast tracked. 

General expenditure and contracted services 

The general expenditure and contracted services increased by 6%. The transport costs still needs to be 
controlled .The contract management will have to be improved for the contracted services. The 
outsourcing of work will need to be controlled to ensure skill transfer. 

Bulk purchases 

The bulk purchases for electricity and water amounts to R 499.9 million, which contributes 31% of the 
operating budget. The Eskom will increase the bulk purchases to the municipality by 8% and Rand Water 
will be 8.9%. 

Repairs and maintenance 

The repairs and maintenance plan for the departments must be aligned with their budget and monthly 
reports should indicate how the departments are progressing. The budget for the repairs and 
maintenance has been increased from R53 million to R 56 million. The repairs and maintenance 
contributes 8 % of the operating budget. The revenue generating assets should be to an adequate level 
ensuring that quality services are sustained. 
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2.3 Capital Budget 


TABLE 3: DETAILS OF CAPITAL PROJECTS BY SOURCE 


Description 

2012/13 

Approved 

Budget 

Total 

Adjusted 

Budget 

Actual 

Year to 

Date 

2013/14 

Budget 

2014/15 

Budget 

2015/16 

Budget 

Grant Funding: Gert 
Sibande District 
Municipality 

14,850,000 

22,134,767 

3,423,128 

13,150,000 

13,600,000 

13,750,000 

Grant Funding: MIG 

91,896,000 

121,796,000 

22,411,394 

87,245,000 

71,781,000 

57,714,000 

Extent Public works 
Programme 

6,526,000 

1,959,000 

2,710,754 

2,151,000 

- 

- 

Anglo 

20,504,882 

20,504,882 

- 

23,304,882 

- 

- 

SUDOR 

11,000,000 

11,000,000 

- 

- 

- 

- 

SASOL 

5,000,000 

5,000,000 

- 

14,300,000 

8,000,000 

- 

AEFC 

1,970,000 

- 

- 

- 

- 

- 

DTI 

24,000,000 

24,000,000 

- 

- 

- 

- 

Harmony 

5,000,000 

5,000,000 

- 

- 

- 

- 

AFF 

81,062,296 

65,037,296 

4,833,349 

- 

- 

- 

Shanduka coal 

- 

- 

- 

1,500,000 

- 

- 

Integrated National 

Electrification 

programme(Eskom) 

- 

- 

- 

115,000 

500,000 

700,000 

Integrated National 
Electrification 

programme 

- 

- 

- 

- 

10,000,000 

10,000,000 

Add Roll over 

29,900,000 

29,900,000 

- 

- 

- 

- 

Total 

261,809,178 

276,431,945 

33,378,625 

141,765,882 

103,881,000 

82,164,000 
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Capital Expenditure per source 


Capital Budget 2013-2014 


2 % 



■ Grant Funding: Gert Sibande 
District Municipality 

■ Grant Funding: MIG 

■ Extent Public works Programme 

■ Anglo 


■SUDOR 

■ SASOL 

■ AEFC 

■ DTI 


■ Harmony 

■ AFF 

■ Shanduka coal 


The capital budget amount to R141.8 million and a detailed capital investment program is attached. The capital 
program is funded mainly through Municipal Infrastructure Grant. 

(DETAILED CAPITAL PROGRAM TO BE ATTACHED) 
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3 CONSULTATION PROCESS 


Section 22 of the Municipal Finance Management Act requires that after tabling of the Draft Budget, the 
municipality must make the budget available to public and conduct community participation. 

The following are the key deadlines to be achieved through this process: 


Detail 

Date 

Approval of Draft Budget 

27 March 2013 

Budget Workshop 

10 April 2013 

Public Consultation 

15 - 30 April 2013 

Budget Steering Committee Meeting 

15 May 2013 

Approval of Budget 

29 May 2013 


4 BUDGET RELATED POLICIES AND OVERVIEW OF TARIFF ADJUSTMENT 

The municipality’s budgeting process is guided and governed by the relevant legislation and related 
policies. 

The purpose of the budget related policies is to govern and guide the budget process and inform the 
projections of the medium term. 

Listed below with a brief description are the municipalities budget related policies. The budget and 
accounting policies were reviewed during the year. 

The accounting policy is reviewed on an on-going basis to incorporate changes required by the relevant 
Accounting Standards, apart from the changes to these policies as part of the budget process. 

• Budget related policies are attached for review. 

4.1 Virement Policy (Appendix A) 

The Virement policy establishes the framework for managers to manage their respective budgets within 
limitations, and also to ensure good budgeting practice and effective financial management. The 
Virement policy has been amended to improve budgetary controls. 

4.2 Accounting policy (Appendix B) 

The accounting policy guides the preparation of the Annual Financial Statements and is reviewed each 
year during the preparation to ensure compliance with Generally Recognized Accounting standards and 
other guiding principles such as International Financial Reporting. 
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4.3 Supply Chain Management Policy (Appendix C) 

The supply chain management policy was adopted and amendments are as result of council resolution. 

4.4 Credit control and Debt collection policy (Appendix D) 

The council adopted a policy a few amendments have been made to give clear indication in terms 
indigents, s 118 on the issuing of rates clearance and the outstanding debt. 

4.5 Investment policy (Appendix E) 

The intention of the investment policy is to ensure investments are made in an efficient and effective 
manner which generates the best returns for the municipality while considering preservation and safety 
of the principal and appropriate liquidity. 

4.6 Property Rates policy (Appendix F) 

Section 3(1) of the Local Government Property Rates Act, 2004 (Act 6 of 2004) and Section 62 (1) (f) of 
the Municipal Finance Management Act, determines that a municipality must adopt and implement a 
rates policy on the levying. 


4.7 Tariff policy (Appendix G) 

The tariff policy covers levying of tariffs, fees and charges for municipal services. The tariff policy 
details electricity, water, sewer, refuse removal and miscellaneous tariffs. 

4.8 Fixed Asset Management Policy (Appendix H) 

The asset policy is designed to ensure management of Municipal assets in efficient and effective 
manner with regard to acquisition, utilization, control maintenance and disposal of assets. The policy 
guides Directorates in their responsibility and duties for control of their assets. 

4.9 Tariff By-Law (Appendix 1) 

The tariff by-law covers levying of tariffs, fees and charges for municipal services. The tariff by-law 
details electricity, water, sewer, refuse removal and miscellaneous tariffs. 

• Overview of T ariff Adjustment 
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Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs and 
other charges were revised, local, economic conditions, input costs and the affordability of services 
were taken into account to ensure the financial sustainability of the Council. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and other 
charges as low as possible. Municipalities must justify in their budget documentation all increases 
in excess of the 5, 9 percent upper boundary of the South African Reserve Bank’s inflation target. 
Excessive increases are likely to be counterproductive, resulting in higher levels of non-payment. 

Tariff Schedules are attached as Annexures for review as follows: 

I. Water Supply Services (Annexure C) 

II. Electricity Supply Services (Annexure D) 

III. Property Rates (Annexure E) 

IV. Waste Management Services (Annexure F) 

V. Sewerage Disposal Services (Annexure G) 

VI. Miscellaneous Services (Annexure H) 


5 OVERVIEW OF BUDGET ASSUMPTIONS 

The budget assumptions are determined before the budget process, guided by the economic outlook, 
movements in terms of the markets and by the national treasury guidelines. 

The assumptions are devised in such a way that they support the short and long term finances and 
strategy of the municipality. 

5.1 Key Financial indicators 

The growth parameters set by National treasury are set between 3 and 6 percent which are also target 
range for the inflation rate. All steps have been taken to be in line with these National Treasury 
guidelines however the following factors affect the municipal operations and the budget accordingly: 

> Anticipated high fuel prices 

> Higher salaries 

> Increase by Eskom and Rand water 

> Job creation and protecting the poor 

The 2013/2014 has been developed guided by the following inflation forecast: 
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Fiscal Year 

2011 

Actual 

2012 

Actual 

2013 

Forecast 

2014 

Forecast 

2015 

Forecast 

2016 

Forecast 

Real GDP Growth 

3.4% 

3.1% 

2.5% 

3.0% 

3.6% 

3.8% 

CPI Inflation 

5.0% 

5.6% 

5.6% 

5.6% 

5.4% 

5.4%' 


Source: Budget Review 2013 

5.2 Credit Rating 

The municipality has not had a credit rating and with National Treasury support, the municipality will 
have to undertake it. 

5.3 Borrowing and Investment of funds 

The MFMA permits the borrowing for long term if it is for the acquisition of capital goods such plant and 
equipment and infrastructure. The municipality will consider the unsecured loan in the medium term, as 
this is backed up by the acknowledgement from the lender, that the municipality is showing sound 
financial management and an ability to meet short term obligations. 

The municipality has a total amount of R 22 million external loans. The municipality has short term 
facility which is used on monthly basis to bridge the financial shortfall. 

The investments amount to 91 million, 71 million of this investment relates to MIG Finds. These 
investments are securities for the loans (except the MIG) and due to negative cash flow the municipality 
is unable to build more reserves. 

5.4 Rates, tariffs, charges and timing of revenue collection 

Accounts for rates, refuse, electricity, water and sanitation are issued on a monthly basis and are due 
and payable before the 7*'^ of the month. Recovery procedures for non-payment may be commenced 
within 7 days of payment default. The electricity supply is cut and water supply is restricted when a 
client defaults. The municipality is committed in ensuring that collection levels are improved and that 
credit control will be enforced on those who can afford and not honouring their municipal accounts. 


5.5 Collection rates for each revenue source 

The collection rate for all the services is expected to on the 85% average throughout: this is due to 
credit control actions that are taken against the defaulters. Where ESKOM is a service delivery agent, 
consumers who are not paying will be restricted water. 

5.6 Price movements on specifics 

The cost of bulk purchases amounts to R 499 million for both electricity and water. The projections are 
informed by the increases from the Rand water and Eskom. Eskom has advised there will be an 
increase across the board of 8% on the bulk purchases of electricity. Nersa approved an annual 8% 
increase in the bulk price of electricity in terms of the third multiyear price determination application 
applicable for 2013/14 to 2017/18. 
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The increase on the electricity tariff has been pegged at 8% per MFMA Circular no. 67 recommendation. 
The increase on water bulk purchases is expected to be 9.82%. 

5.7 Average salary increases 

The multi-year Salary and Wage Collective agreement was taken into account in budgeting for 
employee related costs. The agreement provides for a wage increment based on the average CPI for 
the period 1 February 2012 until 31 January 2013, plus 1.25 % for the 2013/14 financial year. In this 
regard salaries and wages have been increased by 6.85% for the 2013/14 budget year. The provision is 
guided by the vacant positions to be filled and the annual increase to be effected by July 2013. 


5.8 Changing Demand characteristics 

The demand for services is increasing yearly as the municipality is expected to deliver services to the 
indigent and pressure to reduce poverty. 


5.9 Ability to the municipality to spend and deliver on programs 

The 2012/2013 operating budget will be spent 100% by year end looking at the projected actual by year 
end. The challenges are still there in terms of maintaining the infrastructure and managing the 
breakaways of vehicles especially revenue generating. 


6 ALIGNMENT OF BUDGET TO THE INTEGRATED DEVELOPMENT PLAN 


6.1 IDP Review and stakeholder participation 

The IDP has been prepared for the medium term to 2013/2014. In the current financial year the IDP has 
undergone the review as required by the Municipal Systems Act and MFMA. Community needs and 
inputs were sought and the stake holders were consulted. 

The IDP takes cognizance of the National, provincial and district priorities. The key focus and IDP 
priorities are: 

> To provide , improve and sustain infrastructure 

> To promote socio economic development in rural and urban areas 

> To enable and speed up institutional transformation 

> To strengthen democracy and good governance 

> To improve and sustain financial management 

6.2 IDP link to the budget 

In compliance with Systems Act of 2000 and the Municipal Finance Management Act the budget is 
informed and aligned to the IDP priorities. 
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The budget will be fully aligned to the IDP. 


7 BUDGET SCHEDULES 


Draft Budget schedules in terms of National Treasury requirements are attached as an Annexure. 


8 BUDGET RECOMMENDATIONS 

1. That the report on the medium term revenue and expenditure framework for 2012/2013 and two 
outer years BE NOTED 

2. That the budget comprising of operating budget of R 1,329,917,000 and capital budget of R 
141,765,882 BE CONSIDERED for the adoption to ensure compliance with section 16 (2) of the 
Municipal Finance Management Act (No 56 of 2003) 

3. That the budget related policies of Council mentioned in the report BE REVIEWED. 

4. That the budget workshop BE HELD on the 10'^ of April 2013 for all Councillors and senior staff 
from various departments TO DISCUSS the draft in details 

5. That Office of the Speaker TO CO-ORDINATE budget consultation with communities during the 
15'^ to the 30*^ of April 2013. 

6. That the proposed changes to the budget related policies be circulated prior to the budget 
workshop, currently no changes are proposed. 

7. That the project details as per the capital budget will be circulated prior to the budget workshop. 

ASSESSMENT RATES 

All property taxes as per the 2012/2013 tariff, plus 5.4%. 

SEWERAGE 

All sewerage charges as per the 2012/2013 tariff, plus 8%. 

REFUSE 

All refuse charges as per the 2012/2013 tariff, plus 15%. 

WATER 

All basic water charges as per the 2012/2013 tariff, plus 9.82% 

All consumption charges as per the 2011/2012 tariff, plus 9.82% using the inclining model 

ELECTRICITY 

Residential indigent an average increase of 8% using the inclining block tariff 

Commercial prepaid an average increase of 8% using the inclining block tariff 

Commercial Industrial 1 Phase an average increase of 8% using the inclining block tariff 
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Commercial Industrial 3 Phase an average increase of 8% using the inclining block tariff 
Commercial Industrial low voltage an average of 8% using the inclining block tariff 
Commercial industrial High Voltage an average increase of 8% using the inclining block tariff 
Commercial industrial time of use an average increase of 8% using the inclining block tariff 

DEPOSITS 

Increase with 5.9% 

MISCELLANEOUS TARIFFS 

As per the 2012/2013 tariff plus 6% unless stated otherwise. 

These include all tariffs that are not included in the tariffs as defined above and not used by all 
consumers. 

These are tariffs that are used on a needs basis. 

All tariffs excluded VAT except in the case of assessment rates that are zero-rate. 

INTEREST / CAPITALIZED ARREARS 

No interest will be levied on those arrears for which the consumer made formal arrangements. 
Interest will only be levied on those arrears for which no formal arrangement exist and/or arrear as 
a result of not complying with the said arrangements. 

Interest rates will be levied at market related rates. 
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